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LOOK FOR SOME IMPROVEMENT IN AGRICULTURAL EXPORT EARNINGS 

in 1984, but only modest growth in global demand. The demand growth will probably 
be met by rising foreign production, so any increase in U.S. export earnings will be the 
result of higher commodity prices—not greater export volume. In a nutshell, foreign 
buyers will be spending more on U.S. farm products while importing less. That’s the 
picture presented by economist Eileen Manfredi and other USDA analysts in their first 
tentative preview of trade prospects for fiscal 1984, which began October 1. 


U.S. export earnings may climb to around $39 billion, according to their forecasts. 
That’s about $4 billion higher than 1983’s figure, though well below 1981’s record 
$43.8 billion. The dollar value of U.S. sales declined in both 1982 and 1983 after ris- 
ing steadily for 12 straight years. Corn and soybeans are expected to generate almost 
two-thirds of the 1984 earnings gain—prices for both are up sharply from year-ago 
levels. In terms of customers, three-fourths of the projected increase in spending on 
U.S. farm products is pegged to four major markets—Western Europe, Japan, the 
USSR, and China. Because so much depends on the decisions of just a handful of big 
buyers, Manfredi cautions that the anticipated gains could easily be jeopardized by any 
number of political or economic developments as the year unfolds. 





Prospects for agricultural export volume aren’t nearly as promising. Volume is forecast 
to drop to about 140 million metric tons, down from 1983’s 144.8 million. Volume 
has declined each year since fiscal 1980, when a record 163.9 million tons of U.S. farm 
products went into export channels. Wheat and corn shipments will probably rise 
some, but soybean volume is expected to drop about 5 million tons from 1983's 24.5 
million, notes trade analyst Steve Milmoe. 





Demand for U.S. farm products will be restrained by higher U.S. commodity prices; 
the strong value of the dollar; tough competition, including attractive export subsidies 
and credit programs offered by some rival exporters; rising production in many im- 
porting nations; and a slow recovery in the world economy. The tight U.S. supply 
situation and the steep costs of converting foreign currencies into dollars tend to make 
America a high-priced island in a sea of very competitive merchants. Also, farm pro- 
duction is up in the USSR, Eastern Europe, China, and India, while many other 
nations with large food needs, such as those in Africa and Latin America, face serious 
financial problems that will limit their imports. 





World economic conditions will continue to improve, though slowly, in 1984, say 
analysts. The less developed countries are unlikely to see the significant gains in export 
earnings they need to meet debt payments and boost their purchasing power. Addi- 
tional credit will remain a key tool in promoting sales. World economic growth rates 
are estimated at about 2% in 1983 and 3%-3.5% in 1984. Compare that with growth 
rates of 5.1% and 4.1% in the 2 years following the 1975 recession. Latin America, 
especially, remains an economic trouble spot. The region’s economy declined an esti- 
mated 2.5% in 1983, and economic growth in 1984 will be marginal, at best. 





It’s a bit early to measure how much export competition we'll face. Southern Hemi- 
sphere crops, for example, are still a question mark—wheat harvests are now in pro- 
gress, and feed grains and soybeans aren’t harvested till next spring. High world prices 
for feed grains and oilseeds could encourage acreage expansions. At least one competi- 
tor, however, will move to the import side of the ledger. U.S. corn sales to drought- 
stricken South Africa—usually a net corn exporter—may hit 1.5 million tons, shatter- 
ing previous records. 
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Agriculture’s Hidden Workers by Doug Martinez 


Illegal foreign workers have become a significant and enduring part of America’s 
hired farm labor force. How significant? No one can say. Arrests are one measure, 
but these and other statistics may only hint at their numbers. What can be said is 
that the flow of illegals continues, and efforts to revamp often-controversial immi- 
gration !aw haven't yet succeeded. 


HFCS: The Cheaper Sweetener by Robert Barry 10 


High fructose corn syrup has radically altered the sweetener scene since its modest 
introduction in 1967. The main reason: price. It has now captured more than half 
of the caloric sweetener market in beverages and almost half the market in processed 
foods. The question is how much further can it go. 


Aspartame: The Lo-Cal Advantage by Ellen Banker 


It tastes like sugar and almost looks like sugar, but the new sugar substitute has 
just a fraction of the calories. It’s already on supermarket shelves as a tabletop 
sweetener and in some soft drinks, breakfast cereals, and other products. If it 
maintains a clean bill of health, aspartame is expected to give sugar and other 
sweeteners a run for the money spent on America’s sweets. 


Unraveling the Rental Trend in Farmland Use by Pat Creech 16 


Nearly one million farmers were renting more than 400 million acres of farmland at 
last count, but the majority of renters were also landowners. They owned some 
farmland and rented some more. The renters tended to be younger and more 
committed to farming as a full-time occupation than farmers who operated only the 
land that they owned. 
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Agriculture’s Hidden Workers 


llegal foreign workers have become a 

significant and enduring part of the 
hired farm labor force in the United 
States. 


“There are apparently many undocu- 
mented people working in agriculture,” 
says economist Robert Coltrane, an 
expert in rural labor with USDA’s Eco- 
nomic Research Service, “and it 
appears they’ve become a significant 
part of the farm work force, especially 
among migrants.” 


Although comprehensive statistics on 
their numbers are not available, perhaps 
the most telling gauge of the flow of 
illegal workers from Mexico, Central 
America, the Caribbean, and elsewhere 
is provided by the U.S. Immigration and 
Naturalization Service (INS). Its records 
for fiscal 1982 (the latest year for which 
figures are available) show more than 
100,000 arrests of illegal aliens work- 
ing in agricultural occupations. 


As a matter of fact, arrests of illegal 
aliens in agriculture exceeded 100,000 
in 8 of the last 10 years. The exceptions: 
In fiscal 1981, INS arrested 82,314 aliens 
employed in agriculture; in 1980, only 
58,205 apprehensions were recorded. 
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However, total INS arrests of undocu- 
mented aliens throughout the country 
also dropped some since the late 
1970's. In 1980, overall arrests fell to 
910,361 from 1979’s high of 1,076,418. 


The 1980 figures—total arrests as well 
as arrests in agriculture—may have 
been held down by concern for a com- 
plete count in the 1980 Census of Popu- 
lation. Hoping not to discourage aliens 
from cooperating with census-takers, 
INS agreed with the federal Bureau of 
the Census to cut back its massive, 
visible raids of workplaces in 1980. 


Focus on Quality Arrests 

Curiously enough, a return to the 
100,000-plus rate of illegal farmworker 
apprehensions comes at a time when 
INS is focusing its enforcement efforts 
on so-called “quality” arrests of aliens 
who are likely to be displacing American 
workers in high-paying occupations. A 
good example of this new emphasis 
was “Project Jobs,” which targeted 
aliens earning as much as $10-$15 an 
hour in skilled and white-collar posi- 
tions. According to INS officials, aliens 
arrested in agriculture are far less likely 
to be replaced with a legal domestic 








worker. Far more frequently, another 
illegal takes the place of the one sent 
back to his or her country. 


Lack of comprehensive data on undoc- 
umented workers means that any state- 
ment about the number working in agri- 
culture is only conjecture. This absence 
of data on illegals also makes it diffi- 
cult to interpret USDA’s farm labor sta- 
tistics. According to USDA’s 1981 sur- 
vey of hired farm labor, the migrant 
labor force showed a drop from 217,000 
workers in 1979 to 115,000 in 1981. 


Looking at the numbers, one could 
easily conclude that there had been a 
sudden, sharp decline in migrant 
workers in just 2 years. 


“That may be the wrong conclusion,” 
says Coltrane. ‘What's going on is un- 
clear because of the undocumented 
workers.” 


What is clear is that undocumented 
workers are skewing the statistical 
pattern. “We know that agricultural 
production of labor-intensive commo- 
dities remained about the same from 
1979 to 1981. We also know that mech- 
anization that would have reduced the 
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demand for harvest workers did not 
substantially increase. Therefore, the 
number of migrants should not have 
shown such a decline,” Coltrane says. 


He lists two further factors, pointed to 
by the survey, that may indicate a large 
pool of illegal workers concealed 
among the migrant work force: 


e Illegal workers were more likely to be 
out of the country at the time of the 
survey, which was conducted in Decem- 
ber when the harvest season was over 
in most parts of the nation. 


e Illegal workers may be skilled at 
avoiding enumerators, so they remain 
uncounted in most surveys. 


While Coltrane does not have the 
evidence to show that the number of 
undocumented workers in agriculture 
is growing, he does say that there is a 
substantial body of illegal workers who 


Poor working conditions may go 
unreported by illegal immigrants 
because of fears of arrest. 


labor year after year in American agri- 
culture—perhaps for the same set of 
employers—and that their numbers 
may be underestimated. 


Working Conditions 

“Certainly, the benefits of employment 
in the United States to the undocu- 
mented workers are large, when you 
look at economic conditions in some 
of the sending countries,” Coltrane 
says. ‘Even if they’re earning only the 
federal minimum wage ($3.35 per hour), 
that may be four to five times as much 
as they’d make in their own country.” 


What that means, Coltrane says, is 


Aliens Arrested in American Agriculture: One Measure of Their 


Significant Presence’ 


Arrests, in 
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"The dramatic growth in arrests since the early 1960's reflects expanded law enforcement efforts as well as a possible increase in 


the number of illegal aliens entering the United States. 
Source: Immigration and Naturalization Service 
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that illegal aliens may be willing to 
work for less money than domestic 
workers. It also means that “their work- 
ing conditions and their protections 
under the law may be less than that 
provided to domestic workers.” Poor 
working conditions may go unreported 
by the worker because of fears of 
arrest by immigration authorities. 


Many undocumented workers would 
have been given legal status to work in 
the United States under the Simpson- 
Mazzoli bill, which was first introduced 
in Congress in 1981, re-introduced in 
1983, and recently tabled in the House 
Rules Committee. 


Easily the widest-ranging proposal for 
revision of U.S. immigration law in sev- 
eral decades, the bill called for sanc- 
tions against employers who knowingly 
hire undocumented workers, amnesty 
for certain aliens living illegally in the 
United States, and modification of the 
federal temporary foreign worker pro- 
gram for agriculture. This program per- 
mits foreign workers to temporarily 
enter the United States to work when 
Americans are not available to do the 
needed work. 


The temporary foreign worker program, 
known as H-2 after a section of the Im- 
migration and Nationality Act, has been 
used in recent years to import workers 
to harvest sugarcane in Florida, apples 
in several Eastern states, and citrus in 
Arizona, and to herd sheep in several 
Western states. The Act defines the H-2 
worker as “an alien having a residence 
in a foreign country which he has no in- 
tention of abandoning. ..who is com- 
ing temporarily to the United States to 
perform other temporary services, or 
labor, if unemployed persons capable 
of performing such services or labor 
cannot be found in this country... .” 


The Act also requires the U.S. Justice 
Department to decide whether alien 
workers can be imported when em- 
ployers make such requests. In prac- 
tice, such requests are routinely 
granted after certification by the U.S. 








Photograph by Don Dornan, courtesy of the Immigration and Naturalization Service. 


Department of Labor that domestic 
workers cannot be found. 


Strict Rules On Foreign Workers 

Currently, the H-2 temporary worker 
program accounts for about 43,000 en- 
tries annually, about 19,000 of them in 
agriculture. The number of H-2 workers 
in agriculture was never greater than 
20,000 annually in the 1970’s and 1980's. 


To bring in foreign workers, an employer 
petitions the Labor Department through 
its local employment offices. The em- 
ployer must establish that there are 
not enough qualified U.S. workers and 
that the use of H-2 workers will not 
adversely affect the wages and working 
conditions of domestic workers similar- 
ly employed. Once the Labor Depart- 
ment certifies the petition, it goes to 
INS—an arm of the Justice Depart- 
ment—which in turn approves the entry 
of H-2 workers. 


The present H-2 program does not put 
limits on the total number of foreign 
workers that may be imported, but the 
program has remained smail, in part, 
because of the strict certification proc- 
ess. Under the rules, an employer must 
submit a petition 80 days prior to the 
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When one illegal alien is ar- 
rested, another may simply fill 
the vacancy. 


date workers are needed, and the Labor 
Department must then decide on the 
petition 20 days in advance of actual 
use. The interim period of 60 days is 
used to try to recruit domestic workers. 
These deadlines were adopted to ensure 
that both the interests of domestic 
workers and farmers are fairly con- 
sidered. Employers must also pay H-2 
workers a guaranteed wage which is 
higher than the federal minimum wage, 
and they must pay transportation 
costs and furnish free housing. 


Labor Department rules say that a peti- 
tion to bring in H-2 workers may be cer- 
tified for a “limited” duration no longer 
than 11 months. The only two excep- 
tions are for persons employed in log- 
ging and sheepherding, where the work 
period may be extended to more than a 
year. 


Changes in Status Quo Uncertain 
Under the Simpson-Mazzoli bill, some 


of the current regulations of the H-2 
program would have been incorporated 
into law and the Agriculture Depart- 
ment would have been given a consult- 
ing role in developing H-2 regulations. 
Currently, only the federal Departments 
of Labor and Justice have a formal role 
in developing regulations that govern 
the program. 


The intended effect of such changes 
was to provide agricultural employers 
with a legal method of importing foreign 
workers when domestic workers are not 
available for farmwork. Passage of the 
bill would probably mean an increase 
in foreign workers in agriculture under 
the H-2 program. However, the Dill 
would also make it illegal for agricul- 
tural employers to hire undocumented 
workers. 


Some farm groups supported these 
changes, arguing that foreign workers 
are needed to help with harvests. Other 
groups, including some farm labor 
organizations, opposed the bill, argu- 
ing that relaxed standards for foreign 
workers would mean increased compe- 
tition and reduced bargaining power 
for domestic farmworkers. 


Whatever the case, it now appears that 
any major reform of often-controversial 
immigration law is delayed at least un- 
til some time in 1984. 


“For the foreseeable future, that 
means we will continue to import a 
small, legal group of alien workers 
under the H-2 program and to receive a 
large, illegal flow of aliens from Mexico, 
Central America, and the Caribbean,” 
says Coltrane. “li seems to be a situa- 
tion that is widely accepted and won't 
easily be resolved.” (1 


[Based largely on information provided 
by economist Robert Coltrane of the 
Economic Development Division, Eco- 
nomic Research Service.] 


Coming up next month: a look at the 
employment patterns and problems of 
American farmworkers and some inno- 
vative practices to improve wages, 
benefits, and working conditions. 
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How Is Agriculture 
Coping? 


Farming in the United States 
has undergone a dramatic trans- 
formation. 


U.S. agriculture has become the 
world’s most productive, Ameri- 
cans spend a smaller share of 
their incomes on food than con- 
sumers in other industrialized 
nations, and exports of agricul- 
tural products are now the 
largest single source of U.S. 
foreign exchange earnings. 


But the transformation of agri- 
culture also changed the nature 
of U.S. farming. Nearly four- 
fifths of the farm population 
abandoned farming between 
1940 and 1980. Farm numbers 
fell to one-third of their 
mid-1930’s peak, average farm 
size nearly tripled, and farms 
became more specialized and 
industrialized. 


Recent trends in farming reveal 
a greater role for off-farm income 
and increased instability in farm 
income, a rise in farmland ren- 


U.S. Farming in the 
‘ vy 1980's 





tals, more farmland ownership 
by nonfarmers, and a slowdown 
in the long-term drift toward 
fewer and larger farms. Also, 
levels of indebtedness, declin- 
ing asset values, and low com- 
modity prices have caused 
severe cash flow problems for 
the farm sector in the early 
1980's. 


How is U.S. agriculture coping 
with the rapidly changing eco- 
nomic and policy environment? 
This report examines trends in 
farm numbers, specialization, 
production technologies, farm 
organization, income, and the 
control of farmland. It also 
looks at the financial structure 
of agriculture and the economic 
and policy factors influencing 
structural adjustment. 


U.S. Farming in the Early 
1980's: Production and Financial 
Structure by David H. Harrington 
and others. (Published Septem- 
ber 1983; 56 pages of text, 
tables, and charts; GPO Stock 
No. 001-000-04355-2; $4.25.) 
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A Financial Profile 


If the farm sector could be 
viewed as a single business 
enterprise, what would its 
balance sheet and income state- 
ment look like? Here are some 
indicators for 1982: 


© Total farm sector assets, in- 
cluding those of farm house- 
holds, declined 3 percent during 
1982 but remained slightly above 
$1 trillion as of January 1, 1983. 
The primary reason for the de- 
cline: a 6-percent drop in the 
value of farm real estate. 


© Total farm sector debt climbed 
7 percent during 1982 to $216 
billion. With the decline in asset 
values and the growth in debt, 
farmers’ debt-to-asset ratio in- 
creased from 18.6 to 20.6 per- 
cent. 


¢ Net farm income fell to $22.1 
billion in 1982, down 27 percent 
from 1981's $30.1 billion. Most 
of the downturn reflected inven- 
tory adjustments. 


¢ Government payments to the 
farm sector rose about 80 per- 
cent in 1982, from $1.9 to $3.5 
billion. On a state-by-state 
basis, the largest payments 
went to Texas ($644 million) and 
the smallest to Rhode Island 
($105,000). 


¢ Total farm production ex- 
penses increased only 2.3 per- 
cent in 1982 to $140.1 billion. 
Prices paid by farmers for pro- 
duction inputs showed the 
smallest increase since 1968. 
Overall input use remained at 
year-earlier levels. 


This statistical report provides 
a comprehensive financial pro- 
file of the farm sector. Many 
data tables are broken down by 
State, farm sales classes, or 
commodities. In many cases, 
annual data is provided back to 
1960 or earlier. 


Economic indicators of the 
Farm Sector: Income and Balance 
Sheet Statistics, 1982. (Published 
October 1983; 136 pages of data 
tables, with a brief introduction; 
$5.50.) 





A Stall in the Cattle 
Cycle 


After a fairly typical beginning, 
the latest cattle cycle has stalled. 
Any significant herd expansion 
may not resume until 1986 or 
1987, according to livestock 
analyst Ronald Gustafson of 
USDA's Economic Research 
Service. 


The current cycle began in 1979 
with 110.9 million head. By 1982, 
the cattle inventory had reached 
115.6 million. Then the tradi- 

tional upswing was interrupted. 


In response to a financial 
squeeze caused by lower live- 
stock prices, as well as a gen- 
eral decline in farm income, 
producers were forced to 
slaughter more beef cows. This 
was especially the case with 
crop-livestock producers whose 
cattle are a supplement to their 


primary crop business, says 
Gustafson. 


On January 1, 1983, the cattle 
count came to 115.2 million 
head, virtually unchanged from 
the year before. More impor- 
tantly, the foundation for greater 
growth was disrupted with a 
reduction in the breeding herd. 
Producers had trimmed the cow 
inventory by 3 percent and had 
cut back the number of heifers 
being saved for possible herd 
replacement by 4 percent. 


None of this seems to fit the 
mold of the eight cycles recorded 
since 1896: expansion of cattle 
numbers, building to peak levels, 
followed by a leveling-off or 
moderate decline. Each inven- 
tory has peaked at a higher 
level than the previous cycle. 


This time around, the cyclical 
pattern is not expected to pro- 
duce larger cattle numbers than 


The Real Abnormality May Have Occurred in the 
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the cycle which ended in 1979. 
The reasons, however, may 
have more to do with the last 
cycle than the current one. 


“The facts suggest that the real 
abnormality may have occurred 
in the 1967-79 cycle,” Gustafson 
Says. 


That 12-year cycle, which began 
with 108.8 million head, saw the 
sharpest surge in cattle numbers 
ever and the largest inventory 
liquidation. The cycle peaked at 
132 million head in 1975, and 
about 21 million head—16 per- 
cent of the total—were liqui- 
dated in the next 4 years. 


Such a large buildup—and an 
equally great decline—was 
based on what is now being 
considered a reallocation of 
resources, Gustafson says. Dur- 
ing the beginning buildup phase 
of the past cycle, the amount of 
forage available increased sub- 
stantially as fertile land was 
shifted out of cash crops and 
into cropland pasture. 


“Also, the increased use of 
cheap nitrogen fertilizers en- 
abled pastures in the more 
humid areas to support more 
cattle per acre,” he says. 


The buildup during the previous 
cycle was further boosted by 
economic conditions that 
favored the production of beef 
over crops. An expanding econ- 
omy, rising incomes, low infla- 
tion rates, and plentiful sup- 
plies of grain all spurred rapid 
growth of cattle herds. 


Cattle cycles typically begin 
with a buildup of the cattle herd 
when producers find promising 
conditions, such as low feed 
costs, growing demand, and 
better prices for their beef. 
Such expansion takes several 
years, since it is limited by the 
biological timetable. For exam- 
ple, it takes from 27 to 48 months 
from the time a heifer is born 
into a herd until her first calf 


reaches market weight or is ready 


for breeding to expand the herd. 


Also, because of the time lag, 
beef production may continue 
to increase well beyond the 
time that price signals change. 
This happened in the last cycle. 
In the midst of expansion, new 
pressures emerged that would 
eventually limit beef production 
and lead to the largest cattle 
liquidation in history, according 
to Gustafson. 


Blight was the first hint of trou- 
ble, sharply reducing corn pro- 
duction in 1970. Despite a record 
harvest in 1971 and a good crop 
in 1972, grain prices rose be- 
cause of growing exports, in- 
cluding a sharp rise in grain 
purchases by the USSR. Live- 
stock producers not only faced 
higher feed costs; a sharp spurt 
in energy prices and inflation 
rates had a dramatic effect on 
other input prices as well. 


In response to a decidedly dif- 
ferent economic environment, 
beef herd expansion was finally 
reined back beginning in 1975. 
Pasture had begun to be trans- 
ferred back to crop production 
beginning in 1974. From 1974 
through 1978, cropland used 
solely for pasture (some of the 
most fertile pastureland) fell 6.5 
miilion acres. 


Another factor that played—and 
continues to play—a large part 
is the competitive pressure of 
large pork and broiler produc- 
tion. During the 1970's, Gustaf- 
son says, the broiler industry 
was able to seize opportunities 
to expand production. In the 
early to middle years of the 
decade, production grew to 
meet a decline in pork output. 
Later in the decade, broiler pro- 
duction increased, as did pork, 
in response to cutbacks in the 
beef herd. 


Because they aren’t land-inten- 
sive, pork and broiler operations 
have been largely unaffected by 
the reduction in pastureland. 
Their shorter biological cycle 
than cattle also means quicker 
response to economic condi- 
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tions and market demand. For 
hogs, the cycle takes from 10 
to 27 months; for broilers, from 
3 to 15 months. 


“Only by 1986 or 1987 is beef 
herd expansion expected to 
resume, despite more than suf- 
ficient amounts of pasture 
land,” Gustafson says. “The 
reduced grazing acreage for 
beef still translates into excess 
grazing capacity in view of the 
steep cutbacks in herds since 
1975.” 


At optimal levels, he adds, pres- 
ent U.S. forage capacity could 
sustain 120 to 124 million head. 
But he expects that the current 
cycle will probably peak near 
the lower end of this range, 
given higher energy costs and 
only moderate price incentives. 
“And it will be the first time 
since 1896 that the cycle didn’t 
peak at a higher cattle inventory 
than the one before it.” 


Something to watch for: January 
1984 cattle numbers, coming up 
in USDA’s next cattle report 
due on January 30. 


Dining Out, 
America’s New 
Pastime 


Eating out—for business, plea- 
sure, or necessity—has increased 
dramatically in the last decade. 
About 90 million meals or 
snacks are served every day in 
American restaurants, fast food 
outlets, and cafeterias. 


These establishments, number- 
ing about 231,000 nationwide, 
comprise what analysts of the 
foodservice industry call 
“separate eating places.” After 
adjusting for inflation, meal 
and snack sales in separate 
eating places increased 81 per- 
cent from 1966 to 1979, accord- 
ing to USDA economist Michael 
Van Dress of the Economic Re- 
search Service. 





Van Dress bases his findings 
on a 1978-80 survey of 2,272 
foodservice establishments in 
48 states. It was conducted by 
the International Foodservice 
Manufacturers Association to 
collect information on industry 
structure and organization, the 
quantity of foods ordered by 
the establishments, and the use 
of equipment and nonfood sup- 
plies. The results, however, 
reveal much more about Amer- 
ica’s fondness for dining out. 


“It began in the early 1960's,” 
Van Dress says. Steadily increas- 
ing incomes, smaller house- 
holds, greater mobility, more 
women in the workforce, and 
convenience were responsible 
for drawing Americans out of 
the kitchen. 


In total numbers, the growth of 
separate eating places—from 
201,734 in 1966 to 231,018 in 
1979, an increase of only 15 
percent—isn’t very impressive. 
“However, the modest increase 
obscures major changes that 
occurred in the structure and 
organization of separate eating 
places during that period,” Van 
Dress says. Among the changes: 
the growth of fast food outlets, 
franchise firms, and large chains; 
increased menu specialization; 
and the decline in sitdown 
restaurant service. 


While the number of restaurants 
that provided sitdown service 
dropped 6 percent between 1966 
and 1979, the number of fast 
food outlets jumped 82 percent. 
A related trend: more outlets 
featuring limited, specialized 
menus. “It’s a trend that’s likely 
to continue,” Van Dress adds. 


“Farmers who produce ingre- 
dients for the food items needed 
by fast food outlets, such as 
cheese, buns, and pickles, tend 
to benefit,’ Van Dress says. 
“Those who produce commodity 
ingredients that are infrequently 
used, such as butter and fruit, 
may experience a softening of 
demand.” 
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Yet even fast food firms are 
broadening their menus some- 
what, Van Dress notes. The 
addition of the salad bar with 
its variety of vegetables, the in- 
crease in breakfast foods, and 
the public response to the 
chicken, pork, and fish items 
now offered by many “hambur- 
ger” outlets are changing the 
mix of fast foods served away 
from home. 


“To participate fully in the grow- 
ing foodservice market, farmers 
and their marketing representa- 
tives will need to respond to 
the specific product, packag- 
ing, and delivery specifications 
required of large-scale buyers,” 
says Van Dress. 


Will the foodservice industry 
continue to grow? 


“We can expect to see another 
18-percent increase in real saies 
of meals and snacks away from 
home by 1985,” Van Dress says. 
After that, expansion may cool, 
especially for fast food firms 
which have glutted some areas 
in recent years. Moreover, the 
entire foodservice industry may 
have to compete harder for the 
consumer's food dollar. “Steeper 
costs for food, labor, and 
energy may increase menu 
prices and blunt sales some- 
what,” Van Dress adds. 


Traveling Tastes 


What kinds of foods do we like 
best when we eat out? “The 
varied American plate still ap- 
pears to be the favorite,” says 
economist Michael Van Dress. 


Generally, it’s a meal that con- 
sists of a meat, poultry, or fish 


entree; a vegetable or grain— 
usually potatoes or rice; and a 
salad or serving of fruit. In 
1979, 31 percent of the separate 
eating places surveyed offered 
varied American plate meals, 
down from 40 percent in 1966. 
“The decline can be explained 
by the growth of fast food out- 
lets and the growing importance 
of ethnic foods,” Van Dress 
says. 


According to a recent survey by 
the National Restaurant Asso- 
ciation, Italian food is the most 
frequently ordered of the ethnic 
menus. Chinese and Mexican 
follow closely. But there are, of 
course, regional variations: 


e Over half the pizza restaurants 
in the United States are located 
in New England, Middle Atlantic, 
and East North Central states 
(Wisconsin, Illinois, Indiana, 
Ohio, and Michigan). 


e Oriental restaurants are most 
widespread on the Pacific and 
Atlantic coasts. A quarter of all 
Oriental establishments in the 
country are located in the Pacific 
region, and approximately 40 
percent are along the East 
Coast. 


¢ Mexican restaurants are con- 
centrated in the Southwestern 
United States, with seven out of 
10 located in this area. 


The mix of foods served by res- 
taurants has also changed 
dramatically. Salad bars and 
breakfast menus are primary 
examples. Due to more varied 
breakfast offerings, especially 
at fast food outlets, the use of 
pancake syrup and honey in- 
creased about 112 percent be- 
tween 1969 and 1979, according 
to Van Dress. 








HFCS: The Cheaper 


Sweetener 


igh fructose corn syrup has radical- 

ly altered the conventional sweet- 
ener market since its modest intro- 
duction in 1967 


Its real commercial success began in 
1972 when a new enzyme process made 
production of high fructose corn syrup 
(HFCS) far less costly than sugar 
Today, about 3.6 million tons are 
consumed a year in the United States, 
mainly in manufactured products and 
mostly at the expense of beet and cane 
sugar. Americans consume an esti- 
mated 31 pounds of HFCS per person 
per year, up from less than a pound in 
1970 


By 1982, HFCS accounted for 55 
percent of the caloric sweetener use in 
beverages, 61 percent in canning, 48 
percent in processed foods, 31 percent 
in dairy products, and 24 percent in 
baking. How much further can HFCS 
go? 


The answer is a tentative one. HFCS will 
probably continue to expand as a 
substitute for sugar in some processed 
products over the next 2 to 3 years 
Other uses could be possible if new 
manufacturing processes or new ap- 
plications are developed. For example, 
an inexpensive manufacturing process 
for crystalline fructose could allow 
HFCS to compete with sugar as a table- 
top sweetener. Current production 
costs for the crystalline version of 


HFCS' Share Is Likely To Expand Further 
in Several Product Categories 





Long-term 
1982 theoretical 
penetration 





percent of total 
caloric sweetener use 





Beverages 55% 90% 

Baking 24% 25% 

Canning 61% 70-75% 

Processed foods 48% 60-65% 

Dairy products 31% 35% 

Confections 1% 5% 
10 


HFCS is already used by major 
soft drink companies as a partial 
replacement for sugar. The 
reason: price. 


fructose are so high that the price is 
seven times greater than that of sugar. 
In the meantime, HFCS’s major target 
will continue to be the beverage market, 
the largest sweetener market by far 


HFCS is already used by major soft 
drink companies as a partial replace- 
ment for sugar, accounting for more 
than half of the caloric sweeteners used 
in beverages. The reason: price. HFCS 
sells for less than sugar. This past 
August, for example, HFCS sold for 25 
cents a pound, compared with sugar’s 
30 to 32 cents. Coca-Cola, America’s 
largest soft drink firm, uses HFCS for 50 
percent of the sweetener content of 
bottled and canned Coke, and as much 
as 75 percent for fountain Coke. In- 
dustry analysts expect this percentage 
to increase, although no exact figures 
are available. 


HFCS is expected to reach its full 
market potential in the beverage in- 
dustry within the next 3 years. By then, 
HFCS consumption for beverages and 
all other uses should level off at about 
36 pounds per person—or 29 percent of 
total caloric sweetener use. 


Sweets for Starch 

Converting corn starch into a sweet sub- 
stance was discovered as early as 1811. 
Glucose corn syrup and dextrose were 
produced in corn wet milling sometime 
before 1900, but their potential was 
limited because they were not as sweet 
as sugar. 


A commercially successful, mass-pro- 
duced HFCS product of 42 percent 
fructose, about 50 percent dextrose, and 
about 8 percent other saccharides was 
developed in the early 1970's. HFCS-42 
was approximately 90 percent as sweet 
as sugar and had other characteristics 

(continued on page 12) 
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Aspartame: The Lo-Cal 


t tastes like sugar and almost looks 

like sugar, but the new sugar sub- 
stitute, aspartame, has less than 1 
percent of the calories. 


Aspartame (pronounced uh-spar’-tame) 
will give sugar and other sweeteners a 
run for the money spent on America’s 
sweets, according to some government 
and industry analysts. You can count 
the reasons in calories. Americans love 
sweet food and drink, consuming an 
average of more than 130 pounds of 
sugar and sweeteners per person per 
year. But we also seem to hate the 
calories that come with most sweet- 
eners. This conflict has spawned num- 
erous no-Cal and lo-cal sweeteners that 
promise a sugar-sweet taste and a 
youthful shape. None has yet matched 
sugar for flavor, texture, and safety. 


In this respect, aspartame seems almost 
too good to be true. It has been judged 
to taste about as good as sugar, has 
only a tiny fraction of the calories, and 
carries the Food and Drug Administra- 
tion’s stamp of approval. 


With these qualities, can aspartame 
succeed in the sweetener market? It has 
already made a small dent, and its use is 
likely to continue to expand, says 
USDA's sugar and sweetener market 
analyst Bob Barry of the Economic 
Research Service. “In the short term, 
aspartame will come on slowly, perhaps 
reaching a per capita consumption level 
equivalent to about 3 pounds a year by 
the end of 1984.” By 1985, he adds, 
consumption could reach more than 5 
pounds per capita. Growth from then on 
could be more dramatic. “Much de- 
pends on what happens to saccharin,” 
Barry says. 


Saccharin, an artificial sweetener, was 
banned by the Food and Drug Adminis- 
tration (FDA) in 1977 after scientific 
data linked the additive to cancer. Con- 
gress, however, overruled FDA because 
saccharin was the only noncaloric 
sweetener available since the ban on 
cyclamates in 1970. 


Advantage 


It tastes like sugar and almost 
looks like sugar, but it has less 
than 1% of sugar’s calories. 


Saccharin’s success in the sweetener 
market may hold promise for aspartame. 
Translated into sugar-equivalent terms, 
per capita consumption of saccharin 
increased from 5.1 pounds in 1972 to 7.3 
pounds in 1982—a 43-percent increase. 
Saccharin is about 300 times sweeter 
than sugar. 


All of the saccharin produced in the 
United States comes from one com- 
pany—Sherwin-Williams—that sells 
the sweetener to distributors. Greg 
Naples, sales manager for Sherwin- 
Williams’ sweetener division, believes 
that saccharin’s growth would have 
been much steeper if it hadn’t been for 
health concerns. That’s one reason 
why aspartame—if it maintains a clean 
bill of health—may pose a greater 
threat to sugar than saccharin. 


Naples maintains that the introduction 
of aspartame will expand the market 
for both sweeteners. However, some 
analysts don’t exactly share this view. 
USDA's Barry believes that aspartame 
will compete with both saccharin and 
sugar as more companies and con- 
sumers substitute aspartame-sweetened 
products for sugar-sweetened and 
saccharin-sweetened ones. Depending 
on how much the market expands, it 
could take several years for saccharin 
to recover its loss to aspartame. 


And saccharin may face renewed 
danger of being bumped from the 
competition now that aspartame is on 
the scene. Congress recently extended 
saccharin’s approval, but that lasts only 
until August 1985 when permission 
must again be reviewed. Also, the FDA 
is taking another look at saccharin in 
light of new data submitted by the 
Calorie Control Council, an industry 
group that represents the makers of 
dietary food products. 


(continued on page 14) 
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comparable or superior to the sugar 
syrups that were used in processed 
foods and beverages. 


In 1978, a second generation HFCS 
product of 55 percent fructose, about 40 
percent dextrose, and about 5 percent 
other saccharides was introduced. Com- 
pared with HFCS-42, HFCS-55 is 
sweeter (100 to 110 percent as sweet as 
sugar), only slightly more costly than 
HFCS-42 to produce, and has far 
greater commercial potential 


The best HFCS market: soft drinks. Soft 
drink firms have steadily raised their 
substitution rates of HFCS for sugar 
since HFCS-55 was introduced, from 25 
to at least 50 percent for cola drinks, and 
up to 100 percent for other soft drinks 
In 1979, soft drink use of HFCS rose 34 
percent to 680,000 tons, and by 1982 
had jumped to 1.8 million tons, 58 
percent of all HFCS consumption 


HFCS's main limitation is that it is 
generally available only in liquid form, 
and therefore confined to certain indus- 
trial uses. In addition, HFCS, with a high 
water content, costs more to transport 
than an equivalent quantity of sugar 
Further, HFCS is more difficult to 
handle, since it must be maintained at 
80°-100°F when stored or transported 


To the extent that it has been able to 
compete with sugar in particular uses, 
HFCS has dominated because of its 
modern, automated, and efficient plant 
facilities and highly advanced customer- 
oriented technology. Also, HFCS facili- 
ties can be operated year-round, com- 
pared with 3 to 5 months for beet 
factories and cane mills. HFCS supplies 
are more reliable and predictable, and 
prices are less volatile than sugar 


Influences on HFCS Growth 

The success of HFCS was almost im- 
mediate. It was able to do sugar’s job 
in a wide variety of applications more 
cheaply because of lower production 
costs. Production costs vary with plant 
size, operating rates, net costs of corn, 
and other inputs. A 1977 World Bank 
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study placed HFCS-42’s cost, including 
plant and equipment, at a range of 12 
to 17 cents a pound. USDA estimated 
the cost of producing refined beet 
sugar at 17.8 cents a pound in 1977/78. 
Depending on the area, raw cane sugar 
was estimated at 13.7 to 15.9 cents a 
pound prior to refining. In a 1979 Pur- 
due University study, the cost of pro- 
ducing HFCS-42 (not including plant 


HFCS Has Risen to Dominance Over 
Other Corn Sweeteners 
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and equipment costs) in a plant with 
the capacity to process 36,000 bushels 
of corn a day was estimated at 8.7 
cents a pound, dry-basis, assuming 
corn prices of $2.26 a bushel and 
byproducts at 1977/78 average prices. 


The rapid adoption of HFCS for com- 
mercial use was further encouraged by 
what happened in the sugar market. In 
1974, the bill to renew the Sugar Act of 
1948 was defeated, ending 40 years of 
government regulation of domestic 
sugar production, imports, and prices. 
The bill's defeat at a time of world sugar 
shortages threw the U.S. sugar trade 
into chaos. Raw sugar prices climbed 
above 60 cents a pound. HFCS prices 
also rose, but producers held them to 
less than 40 cents a pound in order to 
build a long-term market. HFCS produc- 
tion grew 68 percent in 1975, 44 percent 
in 1976, and 35 percent in 1977. 


The price advantage of HFCS was also 
enhanced by federal legislation that 
assured minimum sugar prices for 
producers. During 1972-82, HFCS pro- 
duction costs were below the federal 
support prices for sugar, assuring a 
competitive advantage for HFCS. 


In 1974, the Food and Drug Admin- 
istration (FDA) eased rules on the 
quantities of corn sweeteners allowed in 
canned and processed foods, further 
helping HFCS to penetrate the sweet- 
ener market. In addition, continuing 
trends toward consumption of proc- 
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essed foods and low-sugar products 
increased HFCS use. By 1982, HFCS 
made up 21 percent of all caloric 
sweeteners used. 


Production of HFCS 

HFCS production reached 3.1 million 
tons in 1982, having increased at an 
average annual rate of almost 25 
percent since 1977. Production gains 
followed considerable investments in 
building new corn wet milling plants 
specifically designed to produce HFCS 
or by expanding existing facilities. The 
replacement value of capital investment 
for HFCS production reached an esti- 
mated $2.4 billion in 1982. 


Capital investment in HFCS occurred in 
two major spurts—in the mid-1970's and 
between 1980 and 1982. The latter 
reflected the growth in demand after the 
decision by beverage companies to 
increase the use of HFCS in cola soft 
drinks. 


Investment in the HFCS industry was 
also helped by U.S. farm policies that 
kept farm price supports for corn low 
enough to encourage exports, and by 
the farm-held grain reserves designed to 
serve as a large buffer against a corn 
crop disaster. Because corn accounts 
for 50 percent of HFCS production 
costs, these public policies reduced 
costs and minimized investment risk. 


HFCS'’s Challenge to Sugar 

HFCS’s gains in many food and bev- 
erage uses adversely affected the U.S. 
sugar industry, including cane mills, 
beet processing factories, cane re- 
fineries, growers, labor, and other input 
suppliers. 


The impact of HFCS can be seen by 
comparing today’s sugar industry with 
its 1975/76 peak of 7 million tons. 
Output fell to 5.8 million in 1982/83, with 
even lower levels likely in the future 
Beet sugar production dropped from 4 
million tons to 2.8 million, and 17 beet 
factories were shut down. 


Output for cane sugar is 3 million tons, 
about the same as the 1975 season. 
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While HFCS has hurt the sugar 
industry, it has provided an addi- 
tional outlet for corn growers. 
However, the industry has been restruc- 
tured, with Hawaii's production down 11 
percent while production in Florida is up 
23 percent. Eighteen cane mills and four 
refineries closed between 1975/76 and 
1982/83. 


While smaller, the sugar industry is 
more efficient as a result of improve- 
ments in equipment and energy use. 
Some sugar companies have also di- 
versified their interests into areas out- 
side sweeteners and foods. In addition, 
four companies entered into HFCS pro- 
duction either independently or in joint 
venture with a corn wet milling firm. 


Despite dramatic gains for HFCS, cane 
and beet sugar continue to be important 
because HFCS’s technological limits 
prevent it from replacing much more 
than about a third of sugar’s volume of 
use. 


Other Impacts 

While HFCS has hurt the competing 
sugar industry, it has provided an addi- 
tional outlet for the rising output of corn. 
The 3.1 million tons of HFCS produced 
in 1982 required about 200 million 
bushels of corn or about 22 percent of 
the total crop. 


The arrival of HFCS has been a major 
boon to processors and ultimately to 
consumers. HFCS has provided proces- 
sors a greater diversity of sweeteners 
and associated ingredients to choose 
from and reduced production costs for 
foods and beverages. It has led to the 
reformulation of old products and the 
creation of new ones. 


The introduction of the lower priced 
HFCS may also mean cost savings for 
consumers of processed foods and 
beverages. HFCS-42 prices ranged 
from 17 to 48 percent, or 2.7 to 14.7 
cents a pound less than sugar prices 


between 1975 to 1982. Part of these 
savings could be refiected in consumer 
product prices. 


HFCS has also influenced the inter- 
national market. Sugar imports have 
customa’’'v provided about 45 percent 
of U.S. sugar needs. As a sugar sub- 
stitute, HECS has reduced some of the 
U.S. dependence on sugar imports. 
However, imports continued to provide 
over 30 percent of U.S. sugar needs in 
1982. Both domestic and foreign sugar 
have shared in sugar’s market loss to 
HFCS. 


The United States produces about 75 
percent of the world’s HFCS output of 
over 4 million tons, and will likely con- 
tinue to be the leading producer 
because of generally low-cost and large 
corn supplies, vast technical resources, 
and a large consumer market. World 
corn sweetener production including 
HFCS is now estimated at about 9 
million tons, or 10 percent of the total 
output of world sugar and corn sweet- 
eners. Having carved out a sizable 
sweetener domain, U.S. producers of 
HFCS now face problems of industrial 
maturity as HFCS nears the limit of its 
technological applicability to various 
uses. Except for the beverage market, 
HFCS is near market saturation in most 
uses. 


Assuming the major cola firms will 
permit 100-percent replacement of 
sugar, HFCS is expected to reach full 
market potential over the next 2 to 3 
years. Then, HFCS consumption for all 
uses including beverages could level off 
at 36 pounds per person, while sugar 
consumption is expected to average 
about 67 pounds per person. 


Beyond 1985 or 1986, however, HFCS 
use may decline, depending on the 
extent of the market shift from caloric to 
low-calorie foods and beverages, par- 
ticularly diet soft drinks. 0 


[Written by sugar and sweetener analyst 
Robert Barry, an economist with the 
National Economics Division, Economic 
Research Service. } 
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The soft drink industry is the largest 
outlet for sweeteners. High fructose 
corn syrup (HFCS) now dominates the 
market, accounting for over 50 percent 
of all sweeteners used in soft drinks. 
Sugar is next, with 33 percent of the 
total. Saccharin takes about 13 percent. 


The diet soft drink industry is a story in 
itself. Saccharin had been the only 
noncaloric sweetener available, and diet 
soft drinks account for more than 70 
percent of saccharin’s $3 billion in 
annual sales. 


Now, many bottlers are using or plan- 
ning to use lo-cal aspartame as at least a 
partial replacement for no-cal sac- 
charin. Coca-Cola is currently market- 
ing Diet Coke with a combination 
aspartame-saccharin sweetener, and 
PepsiCo, the Royal Crown Company, 
Dr. Pepper, and 7-Up have announced 
plans to do the same with their diet 
colas. A regional bottler, Squirt and Co., 
says it will market a soft drink sweet- 
ened with aspartame alone. 


In the $22-billion-a-year soft drink 
business, diet sodas have clearly taken 
the lead in growth. Low-calorie soft 
drinks make up 17.5 percent of the 
carbonated beverage market and have 
been growing at an annual rate of 10 to 
15 percent. In 1984, boosted by aspar- 
tame’s popularity, lo-cal soft drinks are 
expected to climb to 25 to 30 percent of 
the beverage market. 


What Is Aspartame? 

Aspartame is a combination of two 
amino acids normally found in many 
grains and vegetables. Therefore, it’s 
considered a nutritive sweetener like 
sugar. Saccharin is derived from a 
petroleum base. 


Aspartame is produced in the United 
States by the G.D. Searle Co., a 
pharmaceutical company in Skokie, 
INinois, and is manufactured under the 
trade names Equal and Nutrasweet. 
Equal, sold as a tabletop sweetener, is 
making a direct attack on saccharin’s 
Sweet 'N Low, marketed by Cumberland 
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Packing Corp., and Alberto-Culver’s 
Sugar Twin. 


Nutrasweet is the trade name for 
aspartame used by food processors to 
sweeten diet soft drinks, dry cereals, 
puddings, gelatins, whipped toppings, 
chewing gum, and drink mixes such as 
powdered tea, lemonade, and Kool Aid. 


Low calories, good taste, and evident 
safety seem to give aspartame an 
advantage over its rivals. Aspartame 
also enhances the flavor of food 
because it contains methyl ester, a 
natural flavoring agent. As a result, 
aspartame is nearly 200 times sweeter 
than sugar. 


Aspartame’s super sweetness was dis- 
covered by accident. James Schlatter, 
a Searle chemist, was doing some work 
with amino acids in the company’s lab. 
He got some of the white powder on his 
fingers, happened to lick them, and 
discovered aspartame’s sweetness. 
Schlatter did not invent aspartame, 
which had been synthesized earlier by a 
British firm, Imperial Chemical In- 
dustries, as a pharmaceutical carrier. 
Searle’s patents on aspartame cover 
only its uses as a sweetener. 


Although aspartame consists of familiar 
amino acids, easily metabolized by the 
human body, it still spent 8 years in the 
review process before FDA granted 
approval. It was first approved as a food 
additive in 1974 but was withdrawn 
when data were presented to indicate 
aspartarne might cause brain damage in 
young children, especially those who 
suffered from a rare genetic disorder 
called phenylketonuria, which prevents 
the metabolization of one of the amino 
acids. The result: more extensive 
testing. 


Aspartame was finally approved in 
1981 as a tabletop sweetener and addi- 
tive for dry mixes, and in 1983 for use in 
carbonated beverages. Since the prod- 
uct has not yet been widely used, the 
FDA requires Searle to monitor its use. 
No individual should consume more 
than 34 milligrams of aspartame for 


every 2.2 pounds of body weight. 
According to William Vaughn, public 
relations officer for Searie’s Consumer 
Food Division, this would be equivalent 
to 141 aspartame tablets a day, or 1.5 
pounds of sugar, for a 150-pound per- 
son. Also, the product must carry a 
warning for those with phenylketonuria. 


Still, there are critics. The National Soft 
Drink Association objected to aspar- 
tame’s FDA approval for carbonated 
beverages, citing quality control and 
safety reasons. A scientist at the Massa- 
chusetts Institute of Technology raised 
health issues concerning aspartame’s 
use in diet drinks. Both petitions were 
considered, but FDA stood by its 
decision. 


The Drawbacks 

Aspartame’s largest drawback right 
now seems to be its cost. The sweet- 
ener costs almost 50 percent more than 
sugar for the same sweetening power, 
nearly twice as much as HFCS-55, and 
30 times as much as saccharin. Also, 
it’s too early to take for granted con- 
sumer acceptance of aspartame’s 
sugar taste-alike reputation. 


Nor can aspartame do everything 
sugar can do, says USDA’s Barry. 
“Sugar hoids an enormous advantage 
in some areas, especially in preparing 
baked goods, jams, and jellies. Sugar 
is unmatched when it comes to thick- 
ening and preserving foods.” 


The aspartame molecule falls short as a 
competitor in two respects: its tendency 
to break down in high heat and its 
failure to supply bulk. 


When exposed to high temperatures 
over prolonged periods, the bond be- 
tween the two amino acids in aspartame 
breaks down, destroying aspartame’s 
sweetening power and taste. Because of 
this, critics have cited shelf stability as a 
major problem. Both Searle and FDA 
officials contend that appropriate con- 
trols over shipping and storage will 
eliminate the problem. Searle has also 
filed for a patent on a heat-resistent 
version of the molecule. A lot more 
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First, there was sugar-free cola. 
Then, caffeine-free. Now, a salt-free, 
sugar-free, caffeine-free cola has hit 
some supermarket sheives. 


The profusion of soft drinks in the 
marketplace (11 new colas in the last 
year) has led to some consumer con- 
fusion but also to hopes of more 
profits for manufacturers, according 
to Jesse Meyers, editor of the trade 
publication Beverage Digest. 
Americans can now choose from an 
astonishing 261 brands of soft 
drinks, compared with only 115 a 
decade ago. 


Many of the newcomers are decaf- 
feinated versions of the company’s 
standard brands. Coca-Cola, the 
largest soft drink manufacturer, intro- 
duced caffeine-free versions of 
Coke, Diet Coke, and Tab. The 
Atlanta-based firm, which had only 
two colas (Coke and Tab) before 
July 1981, will now have a total of six 
colas to choose from. PepsiCo offers 
five different colas (Pepsi, Diet 
Pepsi, Pepsi Free, Pepsi Light, and 
Sugar Free Pepsi Free). 


And Royal Crown, the company that 
first introduced diet and decaf- 
feinated soft drinks, will lead the 
salt-free way with Diet Rite Sodium 
Free, a diet cola which will include 
aspartame and saccharin as 
sweetening ingredients. Diet Rite 
Sodium Free is being marketed in 


research is needed, and there’s always 
the FDA approval factor 


Sugar’s bulk, a major consideration for 
baked goods, has never been matched 
by any low-calorie sweetener. Aspar- 
tame’s maker is testing a low-calorie 
bulking agent that’s already approved 
by the FDA, but it’s still too soon to 
analyze the results 


Compared with other new sweeteners, 
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four cities, with nationwide dis- 
tribution expected by the end of 
1984. 


Why have soft drink companies in- 
troduced so many brands so fast? 
Part of the reason may be that the 
popularity of the old standbys has 
been getting a bit flat in recent 
years. According to National Soft 
Drink Association figures, the 
American public drank only about 3 
percent more soft drinks last year 
than in 1981. During the 1960’s and 
1970's, annual increases in consump- 
tion ran as high as 15 percent, 
according to Tom Stenzel, a 
spokesman for the trade association. 


“With so many to choose from, some- 
analysts see advertising as the only 
way a soft drink can succeed,” 
Meyers says. The two major com- 
panies (Coca-Cola and PepsiCo) 
spend about $250 million every year 
in advertising. “Smaller, regional 
companies just can’t compete in 
national ad campaigns,” Meyers 
adds. 


Many of the ads are capitalizing on 
the new diet consciousness of 
Americans. The newest twist is the 
shift in diet cola advertising cam- 
paigns to appeal to men. PepsiCo 
Vice President Joseph Block main- 
tains that 40 percent of Pepsi Light 
drinkers are men, even though the 
company never made a point of 


aspartame seems to have a good head 
start. There are many other alternative 
sweeteners, both caloric and non- 
caloric; however, these are not likely to 
affect the total sweetener market in a 
major way over the next 5 years, accord- 
ing to Barry. 


Other sweeteners are on corporate 
drawing boards. Acesulfame K, which 
could compete with both aspartame 


Coca-Cola is making 
appeal, using a construction worker. 


Diet drinks are the most profitable 
soft drinks manufacturers make. The 
reason: saccharin, used in most diet 
soft drinks, costs one-twentieth the 
price of sugar. What will happen 
when the more expensive aspartame 
is used in diet soft drinks? 


Some analysts predicted that prices 
would increase. “It doesn’t appear 
that will happen,” Meyers says. The 
reason: Bottlers are using a combi- 
nation of aspartame and saccharin. 
According to a spokesman for Coca- 
Cola, the combination overcomes 
the major problems of each sweet- 
ener: aspartame’s cost and inability 
to stay sweet over long periods of 
time and saccharin’s aftertaste. 
Coca-Cola introduced Diet Coke 
made with the combination of 
sweeteners at the same price as the 
original formula, sweetened only 
with saccharin. 


According to Meyers, some analysts 
and soft drink manufacturers fear 
the explosion of néw products will 
mean market confusion and heavier 
competition, but others believe that 
it will mean larger overall sales. The 
American public will decide who's 
right during the next few years. 


and saccharin, has been developed by 
Hoechst, a West German pharmaceuti- 
cal company, but it may have a long 
stay in limbo before getting to FDA. 
Some researchers are trying to reverse 
the structure of the sugar molecule to 
make so-called “left-handed sugar,” 
which would retain sugar’s sweetness 
while eliminating its caloric content. 
Such sweeteners are probably years 
away from the marketplace. CD 
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Unraveling the Rental Trend 
in Farmland Use 


Now one million farmers were 
renting more than 400 million acres 
of agricultural land in the late 1970’s, 
according to USDA economist Gene 
Wunderlich of the Economic Research 
Service. The majority of renters were 
also landowners, he adds. Seventy per- 
cent of them owned at least some of 
the farmland they operated. 


Wunderlich analyzed published and 
unpublished data from the 1979 Farm 
Finance Survey and the 1978 Census of 
Agriculture. His analysis provides new 
information on the tenure arrange- 
ments of American farmers. 


He reports that 930,000 farmers—or 40 
percent of all farmers—were renting 
land in 1979, including 647,000 part- 


owners (who operate a combination of 
owned and rented land) and 283,000 
tenants who operate only rented land. 


Cash rents were required in about 44 
percent of all rental agreements. 
Another third called for share rents, 
where the renter provides a percentage 
of the land’s production to the land- 
lord. A mix of share and cash accounted 
for 16 percent of rentals, and other ar- 
rangements for the remaining 7 percent. 


Rental arrangements differed markedly 
for part-owners and tenants. Among 
part-owners, cash rentals outnum- 
bered share rentals by a 3-to-2 margin. 
Among tenants, cash and share rentals 
were about equally common. 


From Census of Agriculture data, 


Wunderlich notes that landlords out- 
numbered renters nearly 2 to 1. The 
reason: Landlords who leased to more 
than one renter were far exceeded by 
the renters who leased from more than 
one landlord. Even so, most renters 
had just one landlord and most land- 
lords just one renter. 


Landlords and Renters 

In 1978, 40 percent of all land in farms 
was rented out. Nearly nine in every ten 
acres of this land was rented out by 1.7 
million landlords who were not current 
farm operators. 


Among the landlords, 85 percent were 
individuals or families; 6 percent, part- 
ners; 3 percent, corporations; and 6 
percent, others, including government. 


Forty Percent of Farmers Rent Land, But the Majority of Renters Are Also Farmiand Owners. Nearly Half of All 
Rental Agreements Involving Part-Owners Call for Cash Rents, While Cash and Share Rents Are About Equally 


Common Among Tenants. 
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“By definition, part-owners farm a combination of owned and 
rented land. Tenants farm only rented land 
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Rental arrangements by type:** 
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They included absentee landlords as 
well as retired farmers and others living 
on farms. Of all rented land—including 
land rented from working farmers— 
almost half was rented from landowners 
residing on farms. 


Although corporations made up just 3 
percent of all landlords, they accounted 
for 12 percent of the farmland rented. 
Seven in ten corporate landlords were 
not in agricultural businesses, Wunder- 
lich says. 


And what about the renters? How did 
the partly owned and tenant farms 
compare with fully owned farms where 
the operators did not rent any land? 


Wunderlich found some similarities. 
Like the full-owners, part-owners and 
tenants were usually individuals or 
families, rather than partnerships or 
corporations. Of all rented farms, only 
13 percent were operated by partner- 
ships and 2 percent by corporations. 


He also found several differences. For 
one thing, part-owner and tenant farms 
were much larger. Part-owner farms 


From One Role 


Tenants, part-owners, full-owners, 
landiords. . .Wunderlich is quick to 
point out that these labels can be 
misinterpreted. 


“It’s important to look at these 
categories as functions or roles 
rather than social or economic 
classes,” he says. “individuals 
may function in several different 
roles over their lifetime. They may 
even be tenants, landowners, and 
landiords all at the same time.” 


Most tenants probably don’t own 
any farmiand, but a land-owning 
farmer is still classified as a 
tenant if the farmer operates only 
rented land. The owned land may 
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averaged 780 acres, with the rental por- 
tion averaging 400 acres. These units 
were nearly four times the size of the 
average full-owner farm of 205 acres. 
Tenant farms, at 396 acres, were almost 
twice the size of the full-owner farms, 
he says. 


Also, renters were generally younger 
than full owners and were more likely 
to regard farming as their principal 
occupation: 


¢ Among tenants, more fit into the 
25-34 age group than any other age 
group; among part-owners, the 45-54 
age group was most common. For full- 
owners, the prime age group was 55-64. 


¢ Farming was viewed as a full-time 
job by 69 percent of the part-owners 
and 62 percent of the tenants. Only 44 
percent of full-owners described farm- 
ing as their principal occupation. 


Related Factors 

Average farm size, age, and primary oc- 
cupation are all related, says Wunder- 
lich. Younger farmers, for example, 
often start out as tenants by renting 


be rented out to someone else—for 
instance, renting out owned pas- 
tureland and renting in cropland— 
or it may not be farmland at all. 


In other words, full-owner, part- 
owner, and tenant farmers are 
sometimes landlords, too. About 
300,000 working farmers were rent- 
ing out at least some of their 
farmiand to others in 1978. 


The definitions avoid double-count- 
ing in such cases by including only 
those who do not operate any farm- 
land in the “landlord” category. 
That's not too misleading because 
Wunderlich found that 86 percent 
of those renting out farmland were 
not operating farmers, and those 
nonoperators were landlords for 88 
percent of all rented farmland. 





















land—as much land as they can operate 
and afford—using their resources to 
buy machinery and meet production 
expenses. Those who are still in farm- 
ing by the time they reach their mid-40’s 
or so, and those just entering farming 
from other careers, have usually accu- 
mulated enough wealth to own a farm. 
In many cases, they’ve expanded their 
operation by renting additional land, 
placing them in the category of part- 
owners. 


Finally, as retirement age approaches, 
farmers are likely to start trimming 
back, perhaps by cutting out the extra 
rented acreage or even selling off part 
of their farm. That would partially ac- 
count for the smaller average size and 
higher operator age of full-owner farms. 


Similarly, farmers whose principal job 
is farming are more likely to rent addi- 
tional acreage to increase income. 
Those whose primary job is off the 
farm—whether by choice or because 
they can’t earn enough income from 
their farm operation—are less likely to 
be renting !and. That may help explain 
why operators of the smaller average 
size, fully owned farms are also those 
most likely to report another occupa- 
tion. 0 

[Based on information provided by Gene 
Wunderlich of the Natural Resource 
Economics Division, Economic Re- 
search Service.] 
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Monthly Price Monitor 


USDA's index of farm prices rose slightly 
from October to November. Corn prices 
returned to the $3.30 level, soybeans 
held steady near $8 a bushel, wheat 
slumped, and cotton rose. Except for 


wheat, crop prices were well above year- 
earlier levels: corn up more than a dollar 
a bushel, soybeans up more than 2% 
dollars, and cotton up nearly 7¢ a pound. 
In the livestock area, choice steer and 


feeder steer prices held fairly steady from 
October to November, but barrows and 
gilts dropped below $40 per cwt for the 
first time since June 1980. Broiler prices 
rose to 58 cents a pound. 
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branded U.S. grade A products were added to the broiler price series, so monthly average prices since May 1983 may not be strictly comparable with prices for previous months. 
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